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“To Our ‘Stockh olders: 


e are happy to report that 
the Company and its 
shareholders enjoyed a 
very successful 1991. 
Each year, management 
sets aggressive goals by 
which performance can 
be measured. For 1991 
we established the fol- 
lowing objectives: 


* Continued comparable 
store sales increases. 


* Development of 12-15 new Chuck E. 
Cheese’s restaurants that would achieve 
annual revenues greater than 10% over our 
Company average. 


* Continued support, evolution, and per- 
formance of our franchise system. 


* Continued strong financial improvement 
in Monterey’s Tex-Mex Cafe restaurants. 


¢ Earnings growth of at least 25% while 
continuing to strengthen the overall finan- 
cial position of the Company. 


We would like to take this opportuni- 
ty to share with you our success relative to 
these goals. 


ShowBiz/Chuck E. Cheese’s 


Comparable store sales increased by 
2.2% over 1990 levels and have now 
increased for 24 consecutive quarters. 
Although same store sales growth was less 
dramatic than in prior years, there is no 
doubt that our core store performance set 
the stage for success during the year. The 
continued vitality of existing store sales 
remains the foundation upon which we 
can achieve the full growth potential of 
the Company. 

A key component of our same store 
sales increases over the years has been the 
evolution of our concept through our 
remodel program. Each year since 1986 
we have increased the number of locations 
we have renovated. In 1991, we complet- 
ed 41 locations, with 13 properties 
remaining to be remodeled in 1992. In 
1992 we will also begin our second phase 
of remodels as we readdress those proper- 
ties completed three-five years ago. The 
attractiveness of our facilities remains a key 
element of customer satisfaction and man- 
agement is committed to maintain quality 
facilities throughout the system. 

Our expansion efforts increased in 
1991 as we opened 14 new Chuck E. 
Cheese’s locations. We penetrated major 
new markets in New Jersey, New 
England, Maryland, Florida and 
Pennsylvania, and the results have been 
outstanding, Units which have been 
opened in the last two years are outper- 
forming our Company average sales by 
more than 10%. As a result of our success, 
we have decided to accelerate our devel- 
opment plans and will open at least 60 
new locations during the next two fiscal 
years, 

The performance of our franchise sys- 
tem also continued to improve in 1991. 
Members of the franchise community for- 
mally endorsed the Company's remodel 
program at their 1991 annual convention 
and all franchised locations will be remod- 
eled to Company standards by the end of 
1993. This is a significant statement from 
our franchise community which we 
believe reflects their commitment to the 
long-term viability of our business. 


Monterey’s Tex-Mex Cafe 


The performance of our value- 
oriented Tex-Mex concept continued to 
improve over prior year results and has 

. encouraged us to commit to a limited 
expansion test of the concept. 

Comparable store sales increased by 
10.9% over a very strong 1990 perfor- 
mance which had seen same store sales 
increases in excess of 25%. Earnings of 
$613,000 were generated by the concept 
compared to a prior year loss of $204,000. 
Cash provided by operations of Monterey’s 
exceeded $2.0 million. 

We believe that 1992 will be a key 
year in which Monterey’s can prove its 
potential as a long-term winner for the 
Company. Two units will be opened in 
new markets, We will closely monitor the 
performance of these units while continu- 
ing to build upon the recent success of the 
existing locations. 


Financial Results 


As a result of these accomplishments, 
the Company was able to exceed its earn- 
ings growth objective for the year as net 
income increased by 35.3% to $17.9 mil- 
lion. This allowed the Company to reduce 
long-term debt by $5.7 million while 
funding all remodels and new store devel- 
opment from operational cash flow. 

Shareholders’ equity has more than 
doubled since the end of 1989 to $71.7 
million at December 27, 1991. Our share- 
holders benefited from our success in 1991 
through the more than 100% increase in 
the value of shares of common stock. 


Our Future 


We believe that the performance of 
1991 and the past several years, positions 
us well for the 1990's. With our accelerat- 
ed expansion plans, the momentum of our 
existing locations, and the repositioning of 
Monterey’s Tex-Mex Cafe, the future 
should be both exciting and rewarding. 


Yet, any business or company is only 
as good as its people. And, we believe 
ours are the best. In this Annual Report 
you will meet a number of the people 
who comprise the “ShowBiz/Chuck E. 
Cheese’s/Monterey’s team”. They are 
representative of thousands of employees 
who are committed to an uncompromis- 
ing standard of complete guest satisfac- 
tion. It is because of these people that our 
future is most assured. 

We sincerely thank this dedicated 
team, our franchisees, loyal suppliers and 
you, our shareholders, who have collec- 
tively made our success so rewarding. 

On behalf of management and the Board 


Al if 


of Directors, let us say that we're proud of 
our accomplishments but remain firmly 
focused on the future. 

Thanks again for your support as we 
look to an outstanding 1992. 


Sincerely, 


Bedad tnonk. 


Richard M. Frank 
Chairman, Chief Executive Officer 


cai ar ai 


John T. Spaight 
President, Chief Operating Officer 


Key players in new 
restaurant develop- 
ment and acquisi- 
tions include Dick 
Huston, executive 
vice-president - 
marketing & devel- 
opment; Alice 
Winters, vice-prest- 
dent - director of 
real estate; Ron 
Saupe, executive 
vice-president - 
general counsel & 
secretary; and Mike 
Magusiak, execu- 
tive vice-president - 
treasurer & chief 
financial officer. 
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for fun and fun for all!” | 
he cornerstone of our business is fun, 


and our concept of fun has made its 


mark on the food and entertainment 


industry. The star of our show is Chuck 
E. Cheese; his stage is our restaurants, and his audi- 
ence is our valued guest. His fans include bright- 
eyed toddlers and gleeful grade-schoolers, as well as 
grateful moms and delighted dads. The happiness of 


our guests is the focus of our entire team’s effort. 


Parents return for the quality of the experience. 


We create valuable experiences by hosting cel- 
ebrations of family. We attend to every detail so that 
families haven’t a care beyond having fun and mak- 
ing moments to treasure. Kids long remember the 
magic of meeting Chuck E., the larger-than-life 
characters who sang and danced on a stage of light 
and sound, and the prizes won by playing our skill 
games. And parents won’t soon forget the helping 
hands that gave assistance, the cheerful member of 
our team who made their day special, the freshly- 
baked pizza that made for a wholesome meal, and 
the tokens which added to an enjoyable family 
affair. 

So while our young guests come for the 
fun of it all, parents return for the quality of the 


experience. 


Comparable Store Sales 
Growth of ShowBix/ 
Chuck E. Cheese’s 
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Cc rirstheve;li|betthelbest alhenteeglilbel firs: tas 


e believe that if you are not serving the 
guest, then you should be serving 
someone who is. Our commitment to 

service is evident in everything we do, 
and we strive to do it better than anyone in the 
industry. At every level, from our “star cast” to our: 
top management, service is viewed as both a state of 
mind and a standard of performance. 

Anticipating the needs of our guests isn’t 
enough. We also strive to exceed their expectations. 
We insist that our restaurants be clean and comfort- 
able, so that our guests will visit again and again. 

Our operating philosophy is “every guest leaves happy.” 
Our pizza and sandwiches not only taste good and 
are served fast, but they are made from the finest 


ingredients. Our salad bar of garden fresh vegetables 
Consolidated 
Revenues is second to none. And last but not least, our games 
(in millions) ; 

and rides must be more than fun...they must be 


$250“ 7 
magical. 


208.1 


By putting service first and executing consis- 
tently, we ensure not only that every guest leaves 
happy, but that the foundation of our lasting success 


remains intact. 


* Quotation from video, Do Right With Lou Holtz of Notre Dame. 
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ShowBiz Pizzo Time, Inc. 


Management's Discussion and Analysis of Financial Condition and 
Results of Operations ; 


Results of Operations 


1991 Compared to 1990 


Revenues for fiscal 1991 increased by 
14.6% to $208.1 million from $181.6 million in 
1990. Revenue generated by the Company’s 
ShowBiz and Chuck E. Cheese's restaurants 
increased by 14.8% to $191.2 million in 1991 
from $166.5 million in 1990, due primarily to 
the addition of 15 Company restaurants in 1991 
and 17 Company restaurants in 1990, and a 
2.2% increase in sales from the Company’s 
ShowBiz and Chuck E. Cheese's restaurants 
which were open during all of 1991 and 1990 
(“comparable store sales”), Revenues from the 
Company’s Monterey’s Tex-Mex Cafe restau- 
rants increased to $16.9 million in 1991 from 
$15.1 million in 1990 due primarily to a 10.9% 
increase in comparable store sales. 

Operating income increased significantly 
to $20.8 million in 1991 from $17.3 million in 
1990 due to the increase in comparable store 
sales, the restaurant expansion in both years and 
improved operating margins in both restaurant 
concepts. 

A summary of the results of operations of 
the Company as a percentage of revenue for the 
last three fiscal years is shown below. 


1991 1990 1989 


Revenue ..........0005 100.0% 100.0% 100.0% 
Costs and expenses: 
Costs of sales ........ 49.6% 49.9% 50.9% 
Selling, general and : 
administrative ..... 15.8% 16.7% 17.5% 
Depreciation and ‘ : 
amortization ...... 7.8% 7.2% 6.8% 


Provision for (gain) loss 
on property 


transactions ....... 0.1% 0.0% 2.7% 
Other operating 


expenses .......... 16.7% 16.7% 18.5% 


‘Operating income ...... 10.0% 9.5% 3.6% 


ShowBiz and Chuck E. Cheese’s 


Revenues 


The 14.8% increase in revenues from the 
Company’s ShowBiz and Chuck E. Cheese’s 
restaurants in 1991 over 1990 resulted primarily’ 
from restaurant expansion in 1991 and 1990 and 
a 2.2% increase in comparable store sales over 
1990 levels, Average comparable store sales per 
restaurant increased to approximately 


- $1,297,000 in 1991 from approximately 


$1,268,000 in 1990. The Company believes that 


. price increases of approximately 4.0% in 1991 


were largely responsible for the increase in com~ 
parable store-sales. The Company opened eight 
new restaurants in 1990 and 14 new restaurants 
in 1991, These restaurants had significantly 
higher average sales volumes than the average 
Company restaurant. The 1990 new restau- 
rants, which had a sales history in excess of one 
year, averaged $1,476,000 in sales during 1991. 

Other factors which contributed to reve- 
nues were the remodeling of 41 restaurants in 
1991 and 33 restaurants in 1990, and the addi- 
tion of new games, rides and entertainment 
attractions, s 

Revenue from franchise fees and royalties 
decreased slightly by .6% from 1990 to 1991. 
Franchise royalty revenue was favorably 
impacted by an increase in comparable franchise 
store sales of 1.3% for restaurants open all of 
1991 and 1990, and by an increase in the royalty 
fee charged to franchisees to 3.4% of restaurant 
sales in 1991 from 3.25% in 1990. Franchise 
royalty revenue was reduced as a result of a net 
decrease in franchise restaurants to 113 at year 
end 1991 from 123 at year end 1990. During 
1991, 13 franchise restaurants closed, the Com- 
pany purchased one franchise restaurant and 
four new franchise restaurants opened. 


Costsand Expenses. ~ 


Costs and expenses as a percentage of reve- 
hues declined to 89.4% in 1991 from 89.6% | 
in 1990. F 

Cost of food, beverage, prize and merchan- 
dise items as a percentage of restaurant sales 
decreased to 18.1% in 1991 from 18.6% in 1990 
primarily as a result of menu price increases. 
Labor expenses as a percentage of restaurant 
sales increased slightly to 27.8% in 1991 from 
27.6% in 1990 primarily due to a federal mini- 
mum wage increase in April 1991. 

Selling, general and administrative 
expenses as a percentage of revenues declined to 
16.0% in 1991 from 17.0% in 1990 due to the 
increase in revenues without a corresponding 
increase in corporate overhead expenses. 

Depreciation and amortization expense 
increased as a percentage of revenues to 7.7% in 
1991 from 7.0% in 1990 due to restaurant 
remodel costs and the addition of new 
restaurants, 

The Company provided for a loss on prop~ 
erty transactions of $599;000 i 1991 primarily 
due to replacement of signage arising from the 
name change from ShowBiz to Chuck E. 
Cheese’s in connection with the unification of its 
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Operating Income : ae 


AS a result of the po in revenues and an 
expenses discussed above, operating, income ~ 
~ increased by 16:1% ‘to $20.2 million in 1991 ° 


from $17. 4 million in 1990, ° ; a 
‘ ,. Monterey’s Tex-Mex Cafe = ee a : 
< Revennes id ; ° Y may 


Reyenues increased‘ to $16. 9 million i in | 
1991 from $15.1 million iri 1990 due primarily 
to comparable : store sales i increases.of 10.9%. 


' ‘The Coinpany introduced. television advertising 


in the’second quarter of 1991 which favorably- °. 
impacted comparable.store sales. Price increases 
. were responsible for approximately one-seventh ” : 
of the i increase in comparable store sales. | 


: Costs and Expenses “ 


. Costs and expenses declined-as a percentage: 
of revenues to 96.2% in 1991 from-101.0% in 1990. 


“Cost,of sdles declined.as.a pércentageof °°" 


-teveriues to 61.7% in 1991 from 63.6% i in 1990. 


The cost of food and'beverage items as aper- - r 
centage of restaurantisales improved to 27.6% ° 


_in 1991 compared to 28:5% in 1990'due pri- |. ~ 


“” marily’ to increased comparable store sales. 


. 


‘Labor expenses as a,percentage of restaurant 

“ sales decreased to 31.5% in 1991 fromi 32.3% iin- 
1990 primarily as a result of increased compara* © 
ble store sales. ’ 


Selling, general and administrative TT ee 
*’. The iricrease in operating income was also due 


expenses as a percentage of revenues increased. 
; Slightly to-13.9% in 1991 from 13. 6% i in 1990 
" primarily due to increased advertising. The ‘ 


i ~ Company: changed from radio to television © _. - 
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of revenués to 13.8% in.1991 from 14,5%-in 
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advertising inthe second,quarter of 1991 result-' - 
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ing in higher advertising expense. - 

** Other operating expenses increased 7.0% 
in-1991 from 1990 dnd declined as a percentage ~ 
. oN 
1990 as a result of an increase in revenues with- 
“outa proportionate increase in expenses. 

In 1994, income of $301,000:was recog- | 
nized in ‘provision for gains and losses on 
property transactions related to the selling’of | 
restaurants closed in 1989 for an ammount greater 
_-than anticipated when the closed.store reserve * + 
“was cranlened, 
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hie: Opersting, Income (L,6s8), 


Operating i income increased to $640, 000i in” 
* 1991 from an operating :loss’of $135, 000 in 1990 
" due to increased comparable store sales, 
' improved.operating margins and the decrease in , 


the closed location’ reserve. on ie Sat 
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Consolidated Income ‘ , 


“ 


Interest ¢ expense declined to $2:2 million in, 
+ 1991 from $3.8 million in 1990 due primarily to 
' reductions in.long-term debt of $5.7 million in 
. 1991 and’ $10.2 million in 1990. The Com- 
_ pany’s net income increased by 35. 3% to $17.9 ~ 
= million in 1991 from $13.2 million in 1990 due © 


"* + té the changes in revenues and € expenses dis- 


cussed above..The Company’ Sprtimary ©° .¢ 
earnings per share increased to $1.28 per share 
in ass a $.97 per share in’ ‘1990. 


a «iN 


1990 Compared to 1989 - Lt an 


- * Revenues, for fiscal 1990. fee bys 8. 4% 

“ t0.$181.6 raillion from $167. 4 million in 1989. 
Revenue generated by the’ Company’ s ShowBiz: 

- and Chuck E. Cheese’s réstaurants increased by | 
1160% to $166.5 million in 1990 from $150.0" 

- million in 1989, due primarily to a-4. 9%" 
Jncrease in,com aparable store sales and the addi- 
’ don of 17 restaurants in 1990. Revenues from 
- the Company’s Monteréy's "Tex-Mex Cafe (for- 
_merly Monterey House) restaurants declined to 
$15.1 million in 1990 from $17.4 million in 
_ 1989, due to. the closing of 31 Monterey House 
srestauranis during 1989.5 ‘ 

Operating i income increased’ significintly 

to $17.3-million in 1990 from $6.0 million in 

* 1989, due in part to a $4.6 million charge related 
to Monterey, House restaurant.closirigs in- 1989. 


ta the increase in comparable store sales as dis- 
-- cusséd above and improved operating margins 
. in both restaurant concepts. _ yh 

In June 1989, the Company purchased 

property and equipment interests related to 53’ 
ShowBiz restaurants which it had formerly - ' 
leased in a sale/leaSeback transaction: As a result 
thereof, the Gompany incurred anincreased  - 
depreciation expense’ of approximately, $1.2 ee 
~ lion, dééreased’ other operating expenses ‘of * 


. ;approxiinately $2.0 million and decreased inter- * “atte: 


est income of $1.2 million.in 1990 as compared 
to 1989, The Company’s cash flow from opera- : 


tions was not materially affected as a result. ofe = 


me purchase, ‘ , ios 


. 
nd 


‘ 
. 


a i ShowBiz and Chuck E. Cheese’s ) Sy 


“a 


1 


vr eats 


Revenues “, | wopoe te ok 


ad 

; The 11.0% increase in revenues fom the 
Company's ShowBiz and Chuck E. Cheese's 
restaurants’ in 1990 over 1989 resultéd primarily | 

‘sfr6m a 4.9% iricrease in compérable store sales 
over 1989. levels,-the Company’s-acquisition of. 
‘nine restaurants ‘ftom franchisees or former’ *: 
‘partners. of the Company and the opening of =; ' 
- eight new restaurants, Average comparable store . 
sales per restaurarit increased to approximately -. 


_ ©$1;269,000 in 1990 from approximately oe a ee 


* $1;210,000 in 1989. The Company, believes that. 

price increases were tesponsible-for : approx- 
yimately one-third of the increase in n comparable~ = 
store sales, - m4 : fy Se 

"+ + Other factors which contributed to the. 
.\ increase in revenues were the remodeling: of 33 
7 restaurants in 1990 and 47 restaurants.in 1989, 7 
"andthe, continuing § success of the Coinpany’ s” 
marketing campaign, menu expansion and jew 


_ 


ae entertainment attractions. 


~ Revenue from franchise fees and syalnes. : 
increased by 24.6% -from1989 to 1990, Fran= +! 
. ‘chisé royalty revenue was positively impacted 
‘by an increase in comparable franchise store- , 
“sales of 6.5% for restaurants dpen ‘all of 1990" 
‘and 1989, and by an increase in the royalty feé , 
charged to franchisees to ra: 25% of restaurant 


‘ 


“sales in 1990 ‘from’3.0% in 1989. The number 


or franchise restaurants open at year end 1990. , a 


vs and 1989, were 123 and 127, respectively, Dur- 


‘ing. 1990, four franchise restaurants dosed, the- . 


- , Company purchased five frarichise restaurants - 


\ 


, 


: > “AL vie in 1990 fromrt7. 6% soeioate due ( to an 


as 


- and.five new franchise restaurants opened, 


Costs and Expenses ° . 


Costs and expenses; declined as a a percent = : 


t ars, age ‘of revenues to 89.6% in 1990 from 91.1% = 


’ 


in 1989, due primarily to the Company’ s 1989” 
+: asset: purchase discussed previously and higher | 
per restaurant “sales: volumes i in 1990 relative to 
71989) 4° - Te gaa 
“Cost of food, “beverage, prize ‘and merchan-’ 
dise items,as a ‘percentage c of restaurant sales. - 
decreased.to 18.6% in 1990 from 19.0% in 1989 
‘primarily due to menu price increases. Labor 
_ expenses as a percentage of restaurant sales 
‘ increased to 27.6% in 1990 from: 27.2% in 1989 
primarily due to a federal minimurh n wage 
increase in April19907 : 73 
' Selling, genéral and adininistrative’ Sot 
“ expenses d declined as.a percentage of reyenues to- = 


. 


. f jdcreasé'in’ revenues which did not ‘tequiré a 


“corresponding increase in corer: ‘ovethead 


expenses, : \ ad 


“ 
‘ 
“. 
ff 
: 
. 


hoo! Operating Income agp EEG 
4! 
“As‘a réstilt of the changes’ in ‘Yevenues and 
“expenses, discussed’ above, operating income 


_ increased by 29. 7% to. $17.4 million: in 1990, 


“from $13, 4 million i im iat este a. ag < 


ev oe i ¢ : ‘4 ’ 
a Montergy’s Tex-Mex Cafe Meg et 
. = 1 ee ; : . cee ae oS . Ng ie 
oy os ate 


" Revenues era ae - 


- ae! \" 


‘ " Revehues ieaiecti by 13. 3%: ‘to $15. 1 mil-": 
tion i in 1990 from $17.4 million in 1989 ptimarily - 


due tothe closure of 31 restaurants in’ 4989. is 


Comparable store sales, from thé ‘restaurants * 
which were operated during afl of 1990 and 1989 


; Increased 25.4%. The: xernodeling, of 27'restau- Z 


. rants in i989 was the primary factor in the 


. 
Hes 


- 


increase in comparable store sales. re es 


7 te tae eee! ae 
“ . 


’ Costs and | Expenses a .- 


'* Cost of mais declined significantly as as a. per 
i centage of revenues tq 63.6%"in 1990. from * *. 
~ 8% ‘i in 1989 due primarily ¢ to the. core of 

unprofitable restaurants. Bd 
Aas Selling, general and administrative 


A de as a‘percentage of revénues declined to , ° 


13.6 %, in, 1990 fron, 17.3% ‘in 1989 primarily *.” 
due to'reductions in corporate administrative, 


” expenses associated with the closing of restau. s 


rants discussed. above, and increased comparable, « 
_Storesales. 2 7. mn 
- - Other operating experises declinedto 
14, 5% i in’ 1990 from 19,9% in 1989..This < y., 
Sgerreaae Is- -due primarily to the closing « of 31°, 
‘Testaurants in 1 1989 and increased | comparable | 
store sales, < i 
{ 7 F : 

_ | Operating’ L Loss a aS 

Operating loss. decréased to $135,080) int 


1990 from $7.4 million in 1989-due, pritharily ¢ to 


. the closing of. unprofitdble restaurants in 1989, a 
- $4.6 million loss recorded as ‘a result ‘of these’. 


wt 


” 


"restaurant closings and incteased comparable, ae 


a 
oe operating ; Festaurants in 1989. Sas Oe cp ty 
: F cae ME Pg 
.; Consolidated Income 7 hy Me 


: are aa 
7 


Interest i income deetindd to $476, 000 i in’. 
7 1990, from $2.0 million i in’ 1989 due ‘primatily to 


oa $1,2 millign decrease i in interest income 


~_ storé sales asa result Of the remodeling of all : - ; 


: ShowBiz Rizza'Time, Inc. 7 
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‘ ShowBiz'Pizzo Time; Ing.’ - - 


Cras a S ie 
is. Se " i Es 
ae ‘ kee ¥ 7 2 ie . 54, pws fF : e : pte = | 
: ae any “autibutable to the. ‘Chnigany ’s 1989 asset pur-- rae * ments from ashy peavitled bg Opefations’a ‘and, J. wi 
as ee oe eS ‘chase discussed previously- Interest expense ~ y thé extent necessary, | funds available-urider the ° 
: ih ' declined to $3) 8 million in-1990 from $5.2 mil- + | revolving loan agreement: ‘Phe Company ee ond 
eae “4 en So «lien i in 1989 due primarily. to a reduction in long-. expecté to, continud:its- practice of | prepaying ye 


“se ‘a = a : ‘term debt of $10: 2-million in 1990 and $4. 0 mil 
“Sen SS , ‘lio in 1989," 


¥ rae es 


oa 


. 


* jlong-terrn debt when possible: tominimize’ “|. 


borrowing costs dnd reduce’ financial leverage. . 


“ 


rie 


DOT ig ae ay - As a result of the chaiiges' in revenues, +. -3 ~The Company believes itcwill realizé sub- + 

or ea ae expenses, and ‘other-matters discussed above, stantial benefit from utilization. of sere tionive. 
eee % . a ..the Company generated net income of $13.2 mil- | “$1 11 million in net operating loss: carry forwards 
beac, le PA lion in 19904 as Seah to $2.5 million in 1989, a) reduce federal i income tax liability. Although,’ * 

“. i. ae ee ee ee Tet i er a i i _ a : che use of such carryforwards could,sunder cer- |. 

eats on Lilation,. ae 3 Ae tain circumstances, be limited, ithe Coinpany i is. 

. oI weet? Naa ' oe 
sien tonite ee le - ri Company's eae of operations, i) “presently unaware of the occurrence "of any’ ste. 
etic Soran ar “& “event which would ‘result i in.the impésition of", 
yo §¥ Lt oy "including labor, supplies, Utilities, financing and 

ey ase om such limitation. The Company has adopted an 

. , 7+. yw renfal costs} are significantly affected by infla-: oe kd oe 

ve ont ts ; amendment tovits ‘Restated Articles-of Incor- .4 
au VON ies Gs , tionary factors. ~The ‘Company? pays most. of it its 

ais ao va poration which i8 intended’ to prevent chianges i in 

wf pres . part- timeemployges rates that. are related to Ve - 

hbase > oS ownership of its Cothimon Stock that wouldy .-.>. 

a a are “federal and State, mandated minimum wage - ’ 

Sieg a ee”. gare os cause such limitation. In addition the’ ‘Company 

hese : requirerients, Increases’ in any, such costs ‘would’, 
f has i investment tax’ credit, jobs tax crédit and: 
Rood : _ «result in higher costs, to.thé Company, which * - 
Rane are ae alternative minimum tax: credit Garryforwards . 
Ce E re >. the” Company expects would be’ partially offset ir aeae ae 

> wee te” : + of approximately $6 ‘million. © : y : 

; co, ‘by: meriu price ineteases and increased efficieri- ae, 7 i 

rns He Fe. ee cies io erations... LY tien ROG, agen "x In Bebruary-1992, the Financial Aécounting as 
re he 113 4 P _¢ ; o eee ” Standards ‘Board issued Statement of Financial 

2 Ae eee aer z vy “ 

. ones is __ Findnelal Condition, Liguidiy, and”. Hs _ Accounting Standards 109 “Accounting f for . 7 
eae : ane Capital Resources. : a. Hts, Income Taxes’ (“SEAS 109”) which requires, the ke 
“ : Bade x . ' ea oe fee ‘s establishment ofa deferred tax asset’or liability 

: ont Baer wy Cash’ provided by. operations increased to for the i recognition, of futyré-detluctions or tax; 
ae Sr 2. +, $39.8 million in.1991 from $29.6.million in’ ., ’_ able amounts, and  opérating|| 3 loss arid’ tax credit 
J ae ee en 1990. “Phe Company's primary requirements -- _ carry forwaids. Deferted tax expense or benefit.’ ~ 
; 33 " 7 ‘ ae pan for cash relate to planned capitaegpenitars, 45 recognized asa result of the ‘change in the : 
Ea deat Sen - and d debt service Feo a, s _, asset Or ‘liability during a‘year, Adoption is) °° \; : 
cM ARP i Gis “'* The Gompany plans to inake Apital Pa required. for’ fiscal yeats begirining after Decém- ~~ 
RP ee ak __ expenditures of: approximately,$32 million to, * beed5, 1992. The initial effect of applyitig’SFAS ‘| 
oe a ms . “build’25 new-Chuck‘E. Cheese's restaurants, -109-may be either reported as ‘the Cumulative | “>” 
Soe * 34 eee _ remodel, 45 restalitants and enhancé the’ game . ‘effect of a change in accounting principle or 
oe, oe 
> ‘ os ae ahd ‘ entertainment attractions at-certain existing’ , . through retroactive restatement ‘of the fiftancial 
BS ae BY Cate oS restaurants TO? ae a : ee _ statéments.of prior y years, ) oY 1 
ip 9 A es, aa ee a > In-March 1991, the Company ; ‘amended: ‘its, 6 -The Company plans t to adopt SEAS 109, . 2 
: een) “Sa srevelving loan agreement to a.$15 ‘million. ” beginning i in 1992 and retroactively restate the. 
se ; oo arr reyolving | loan agreement ‘available throfgh-; _ | financial statements of f ‘ptior years. Updn adop- et 
aa ae Pee 1994 with no reduction of the available line for "~ «tion of SFAS.109, ‘the Company’ will recognize ie 
. ve 7 a Pe 
: PAS aap ON ett une entire term of the loan’ agreement. The |»... -.a deferred tax asset 0 of ‘approximately $44 mil-y- 

Phe Phe & “Company is also requited to comply with; Lcerr slicieat Decémber'27,'1991 and retained earnings . 

. fe eas eo tain’ ‘financial ratio tests and’ ‘capital expenditute, , will increase: by an ‘equivalent amount. Thee _f 

4 sae cane : : lithtitations during the term of the’ ‘revolving: - Company also will recognize deferréd tax”. 7S 

s 7 ay ite ; . loan agreement. The’ amendment to, the revoly- me expense i in pridé years \ which will. reduce net, i ane 
i oss SUS Aa cae ing loan agreement provides the. Company: with - “= income, to $1f, 598, 000,’ $8, 452,000 and . 
eo % ys : en greater flexibility to-meet its’ capital require- > a $1,742, 000 i in 4991, 1990 and 1989, respéc- > - 
. \ ae eee ‘ments at a reduced interest rate, a Rs ' ely, although there will be no change to'cash_ 
en. © _ a4 - The Company i 1S fequired to mgke sare = ", provided by ‘operations. Inti992 and future «> 
_ Wigs. Sagi ae reduétions’én long- -term debt, exclusive of. years, the Cofpany beliéves its effective tax. 
: ype . obligations under ‘capital, leases; of a “approx-., fates will -be.between 38% | to 39% based én : : 
ae ee as imately $622, 000 in 1992 and $12.8 million in, ‘current statutory tax rates. There. will ‘be ng 
AS a A '1993.- ‘The Company expects that i it will satisfy ~ ehimpae as. a result cease SEAS 109, 
Be ee. Ot a its debt service and capital expenditare réquire- ., ac eos 
aan ae ot & af ie ¥ ae a ry “s ; te a : # x 5 ve . oe , 
ww. Pe ae Ll. 4 gk Se eee BOS Te as 
‘: ; U ee 4 i i ; 4 i 7 N » : ‘ys i 4 c oy we ‘ 


ShowBiz Pizza Time, dnc. 


4 


“N 


: ’ 
e Ne. 
os . 


eo 


m™ Consolidated Balance Sheets ‘ 


' December 27, 1991 and December 28, 1990 


Current portion of long- term debt and- See long-term liabilities, 
including payable to tated parties of id and $1, 000, oe 


$ - 892 


. (62,229) 
_ (78) 


71,690 


PESPECUIVELY™ ccre'cauaiatia nabaat coaPabie Keune re Cl iaee eae 
Accounts payable and pees Labalites, indlodiog payable to . 
related parties of $85 in 1990 ..... auekess Use GA eB ANS 
Total current liabilities...........4. cd ahatee Sia anton ead ho gids 
' Long- ~term debt, ‘neluding payable to rélated parties of $7, 750 and. . 
$12,228, respectively, less current portion ner oe sae 
_ Deferred MOMS haar itebis ieee wens eee Ptah Sei 
~ Other liabilities Seier nephen : Pia sial ia iule Aone i Men Cee in 
" Commitments and contingenclés. Ze eee 
_ Redeemable preferred stock, $60 Pa ‘value, redeemable for ; : 
- $2,976 in 2005 ....... Ole re He gahogh canines Me 
‘Shareholders’ equity: as, a 
_ Common stock, $.10 par; authorized 20, 000, 000; 12, 538, 287, and 
12,355,419 shares issued, respectively . acs eee as ays tie rataaeat a tacaoan 
_ *Capital in excess bias VALUE icc ccsonte opeeiece a i eare eee weeeeed salutes 
Deficit csee oie a een ses Aeclntcins ia heist fs. tyes reer ee 
‘  Less-28, 390 treasury shares, at both dates, at COSE sa tied aon Bees ae 


o * } 
See notes to consolidated financial statements. 
‘ i # ¢ 3 


i 
. 


2 


~ $114,753. 


ah 


. December 28, 


( Tienes, except share data) ° . ; ‘ - : 
con ‘. “ASSETS PSB ecenabier 75 
PS 1991 
a Current assets) | * Pc? s Rees 7 ges oe ye 8 
Cashvahd cash equivalents sai oe gant y ey ecie neta itecaaeie es. Rae «3. 
Accounts receivable, including receivable noe related party. vo 
~of $76 and $108, respectively’ ......44..,teseeeeeeenerees foe 4,704 
~ Current portion 1 of notes receivable, including receivables from. ee ; 
related parties of $261 and $12, respectively .... 6. 0S ccc cease ae -356 
Inventories .......0.000000. Paneer rere eee be Mare aisha 2,481 
Prepaid. expenses ig cei oooh ana ee ae rey one Lue a NRA Ge Rhee, * dNB oS 
. Total current assets /.......,.. Pakas eave es Tegan a aeeeke 9,093 - ; 
" Investments, including i investment in related parties ‘of $185 8 ech 
~ and $155, respectively .-:......... Ciieac ern pi cuink Seana’ 210: 
Property and equipment RTE me ere ee Eee Rae ace 8 ieee. 93,974 
Other assets: . Bis 35 re - A 
' Notes receivable, less c current portion, ndiding receivables from . 
related parties of $2,012 and $649, respectively Ci pletig Red Pole eiend -  . 3,098 
. Deferred charges, less amortization ....2....0 0.0005. Aulp eis cahatecs - ~ 4,912 
Other, including receivablé from related party of Bi, Me SE 
$400 in1990 .... ec... eee ae oe eee eee a wate .. 3,466 
See LP get a a ~ 11,476 
ee ee cc $114,753” 
“ ‘ ‘LIABILITIES AND SHAREHOLDERS’ EQUITY 
/ ae 
Current liabilities: 7 - ove ne 


- 20,331. 
21,223 


1990 


+ 


$ 2,029 


1,060 
yg OS 


45. 


' 1,836 
. 1,548. 
*. 6,518 


* 1,139 
5,430: 


____ 2,786 
—9,355° 
$99,196. 


t 


A 


s, 
’ 


$. 1,141 _ 


18,126 
19,267. 


23,691 


1,407 


ae: 608 


1,489 


1,236 . 


“439.347 


(78, 771) 
(78): 
52,734 


$99,196 


19 
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_ ShowBiz Pizzo Time, Inc. = : Ne aoe 29 ea et ae ee L. - 7 ae = : eS 
eae i \, is ae > > i, Fe fam . i ~ : 7 Gs Ses a . \. ans 4 Os : 7 yaa 
a ae oe . . Consolidated Statements of Operations aa: 
“ : te as ee . : i P ‘ i 3 7 , “i rd : 2 7 pie Aa, é in £ * me . ; 3 > . 
. a wo, ‘ a f 1 val : “2 a? 44 , : . * ie ’ 
fet os ea ae ay . Sangh oy ‘ , 
Se as * Years Ended Deveaher 27, 1991)- * ee 2a se Wage coe ee 
* December 28, 1990 and: Decernher 29) 1989" ese : ; 
‘ ee except per share data) : ; pe pte eee? . as 304 
’ \ = . ,, Led N ’ 
. ‘ zt ) oo : mee a . ‘ z 
a Ge a a Set ye ye Se es is eee em 
: , Paass Food: si ‘beverage révenues' See aire Voges a See en + $152,134 $133,058" , $123, 720 
i Ys +. ‘Gamiés and’ ‘merchandise revenues . WAS 4 ead. peeve t, 51,689 44,367... = “40, 417 
‘ ; _, Pinch fees and royalties’ ee ere iscota hardier hal hs tesa 4,134 . ‘4, On 4 338. 7 
"Joint y veriture incoriie (loss) . raeivaciae basal wate Weide Hee eiteaniant ‘ss 164 . (27 (3 2) 
| a ME sie ean ee oe 208,118» 181, = 167,448 443 
Costs and expenses: oo cay ; Ye he ae aera ; an 
; = ©  Costs.of sales i... .. e000. Meade pelea hana en ale shen Shi ne 103,154 : » 90,423, os ee - 
% ; , Selling; general and'administrative expense’, le eh Mes Bie 2 5 - aa 
% “toh ~~... - -telated party éxpenses, of $(15), $1, 1373, “and 81, 660, * tae a me 7 Ak 4 
. ve pe" Respectively Gy aiaavee ae citee Ae eee ee rete ras ae Sj 30, 392° .29, 252... , { 
. ,  Depreciatich.and amortization -.\ 3... ive peetisgesy: 86,143, a « - 13, dg Ad 3098 
"+ Provision for (gain) loss on property transactions ink vae 4° pn OB: (58) * A,479. Fae: 
= eo * Othe ppersting expenses. mite a avntite etd Posies AIT. S 30,400- 30,981 981° 
Sas eae fg a * CEG ie. * Joes: “8 187,295" - 164,305: - 161,467 -” 
‘ Operating i income | zane uae ORC re Pr Sere neuer oe err (20,823 . ‘17,253 .* _ 5,976 + 
oe ec Ofher i income capa: Heras eS “ ee ao ~ arse : ‘ oe 7 
oar 7 “Interest i income, ‘including: -telated party income of $127. os ee Aa. Gee aa ee OE 2. 
- ae $101, and.$106, respectively 1.06. ccc eee eee ces ee Pathe Ce AIG | 2,015 ° 7 
7 oy See - Interest expense,” including related party, expense ‘of $843; para eee es, - aes ; j 
Beene pe gins $1, 709, ‘and a 132, propecia: ee atest ah Beave aye dee’ “s (25161) - (3,830) : “*(6;174) 
7_ pm Ten, Ae NUE elo RF 2, 6,890)" -_ 8,354) _67158). 

. . ey " Incomé before if income taxes Rigwats i dN hee Ieee Te 18,933’. 13, g99 2BAg. eos 
Sage k oe eae IBcORe taxes Nene ee eer I joe dee Minka uoa wea wae Wea eS ay 1,050 , 678 > + 4363.5. 
ea ©“ Netincome . a etstbera tench moe aio tn Marae ‘Ss. 17, 883s $ 13,221> $ 2;454: 

- t F ‘ : Woe e tags ease = See ——. ——— 1 
“, XN mee. aa ee mony z a, ‘ 
ra oe Earnings per common and common equivalent Sate: alia pe 2 eN% BSS eo ee 
Pe i ae eee ee ae oo ie a ae EP coe Mies oS 
Mee eet Ma's - Net income | Sadan eaeti hie inet $), 1.28 °.$ 97° S Cee cs . 
ve gor a “‘ikightd average ‘shares outstanding od yet g eth tes AES, 700 2s 13,254 -. 12465. ° 
2 tp ae SY a, ce beck eee ee = creed ————S 
, nae “Bully diluted: eee i NA ee ene a Pe Speen 
ce ; wR ~ Net income . Ms See ere ae te eer ye $.°1.28 .*> $5 96 Se = 7 
i : . > ‘i * ——E ey. — 3 4 as ae ee! 
o *% a . ah : Weighted’ average; shates ‘oitsanding.” Besihone on wihe ance ~ 13,728 13,367. -°.” 12,711. . 
e 258% 4 "+ fs é t ; tesi.e . \ : a r id i ‘ ‘t 
4 atk ee ee See'notes 10 consolidated financial staterneiits. 5 Ee Ses Peay ia , : 7 e te 
. ; : : = an ae Po Bed : ‘ 
\ Ka 7; Nos " “7 = a : ‘ » ‘ 
“ - i* eee ‘ : aA Nt ; ‘ ; “ Gre. 1S 
S 7 i 7 ie ; > MO es . é, : : ’ 
ie 5 : ' . ‘ es s | : "e 2 - 
“ RG : : . oe ' : ane oie = ; fs 7 
tatoos sy . P - ‘A é ‘ : 
& ‘ “ ys Y ? - ~ A “ 5 = ‘ os 
é has glee Pays ate = th aA “7 
: * ‘ Nee ; N eae =F 
, , 5 * ‘s is re ad ‘ : ~ «< 
2 é 7 an a _ : a dee aay Mey 7 t = 2 : 3 . y , 
; aon ? A we % : . ‘ 
20 ‘ > . = oe \ : ‘ ee oy 4 SS v4. 5 _~ : 
’ 3 : 1 = on - t ; ~ s y = ‘Wie pe ws 


. coer , y aS ? : ‘ 
al 4% . P = . 1 : ’ at : ; Te Ps 7 3 7 ; 
ShowBiz Pizza Time, Inc. ” tj = ee “oY a y ; ; vg tea Y : 
ee 3 
: - N . s 
lo wo Hw i . i 
a Hey Monee o- tor. ‘Ended sd ecce 2, 1991, ho re Oe ate ee NE eS GO 
a oe, me ~ December 28, 1990 and December 29, 1989" - i, 8 se oy Se are 
aS : ae (Thousands, except per on eae) oN BaP he _ fe et ee ae ae 
, ff poy ae gn € ONE Ae, ES tat. He 9s sty : 
: toe, 7 a fy . €ommon ~ -Capitalin. 7° | , Treasury ., 
a Mears 5 ee so Stock "+ Excess of) + . Steck "1° 
En an ; ; a a : ie a aR 1 ae Ve Shares Par Value Par Value Deficit | cgohates Gost . 
1 "\ cM \e is x ae a * ’ a Le Td —— “ 
o aa ee ae ee ee Sees 30, 1988. of ideeoreak 9 55: 5 959 - “$127, 187 *$(94/764) | : 27 $(67)' : 
t- ' . : 7 er - . . 
fin aes * Net ince’. oes ee bowteyeeafac hs tetas 2,454 aa ; 
ar og : ‘ 7 . : Pre Py out . 7 
Redeemable preferred: stock accretion ©... .. ae rs fe ie (103)~ . : eel 
fee 5 x oo , ae 7 and " Coe -us © Rs oe - . 
os aes? Redeemable preferred stock dividends, ie ems ’ 


’ 


| ee | 
Re ie race : < $4980 per share «2.33.5... bag Bde Ct ee ee ee et ae 
ST DI Soe pramelan ca eae tgagetite IR OP a 
teeta ae , “v oe Integia distribution: ‘costs as waded ig, PHBE i (31) * we - es 
a ‘ 7 + 5 .. Tremuty stock acquired be be ecboa ince es <4 i Tse i : = ; s “(i 
2 3 ed “Balanéeé, December 29, 1989" pode Michass 0, 357 4 1,0262,-, 127,329 i 192,651) 7. “(68) a 
, | i ; : | - mh we ‘ an Bes ‘ aig ~ ce pore 2 e . a : , 
a Pgh se | Redeemable preferred sock acerétion ake * gs ; ‘ > (103). 2 x ; 
: i ; bs es an * Redeemable preferred. stock Edividends, pO ee ae “a oe. ey ge! = aes ' + a” 
Piers . ae Se ; . $4.80 per share, ee ees eye oR 3 » : 


SS Re Stock options exercised 


a Lo Stock grant plan . | Pitas i fatness oo 
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ps6 oo 
swe 45 a See ae 
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s = . ’ y tw . ‘ e : 
“4 a 7 Warrants exercised 0.0.00 ooo. dec. % 1,944 “195: “3,259 ; oy Lear g ot 
ee a ae a , Treasury: stock Mamie Loe Bldg Sata th Ts See “ f oa ‘4 (10). 
‘ es Be td Ay. Ro SSS a ge Is 
’ ’ : € ' zy : - 
sn Woges - Balances, "Decembei 28; 1990 gelegveaees 12,355 -_ .1,236 BL ae . 79, may 28 (78). 
‘ Regt ea aL ‘ Ate nee A res ares part ; y a . : : x 3 
ee BO eat AN BEAR GONE: 9 2p suheeieaea sm ects icaetatas os Dea? wees ne “17,888 ee 
Sede wake _ + ..Redeemable preferred stock accretion... ay oH RE og Seca teas (103), oes 
os ce a _.+ ° Redeemable preferred stock dividends, - 4 , : ; 
: ‘a Te ee aah of oy : a : was , 
vgs SFI ees Bee lesa lo ane caus tpt a ae - (238) ” - Z 
Ce ar _ Stock Options exercised: ult top ties «ies Rese 172 ~.' 17 : 523" Ay oe 27 
‘ N . Z A teat, 3 a * ‘ AY 
peat. anaes ee _ Stock grant plain. mane dhgesaiesaan cas 5, AS oe: aa 466°" eu : 
: ; “Tax benefit from exercise of stock ss ' fs AOC BP 4 a ee _ 
ead 5. eee options and stock grants dt ecxsa ad (eon ak : de a. , oe eae 
ene a = ae. 1 Stoék split costs Tek eel ewe eas beea ee a ee ‘ (18)0 eg OO ay Be ‘ 
ie ah ene ck ark ao a | Pe a 
Re vans Caricellation of fractional shares . at eraa (2) cee (49) Nk, oe 
ser “8 "“ : ’ \ < be weg - 
. - 4) O 
ae oe. Balancés, December’ 27, A991 wines “42, 12,538 $1,254 254: $132,743 pe 229)". 28 $(78) 
: : . . %y : ae ; . ws, ag 
ue GEE foe PL etek *, _ See notes to consolidated financial.statements, * a Ree : go git 7 rs a 
* a a 7 . : yi. on x ” oky ~ oi Noy 7 : oe 
" iN - ’ a ‘i ‘ aa = s ‘ ca a) sy 
a EA \ ' - wo’ ’ , e's eo a 16 i ie \ oe 
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" Years Ended. December 27, 1991, : "5 so 
- December 28, 1990 and December 29, 1989 By Oe ee a 
‘ (Thousands) ~ E : , a ig ke eae 2 7 ‘ 
ee a eee i9o1? —* _ 1990 , 1989S 
. Operating activities: ; : en a ae ae —— . 
' Netincome .... Oe oa Stak alanis anitucin toes Sa tuaninats .» $17,883 $13,221- $ 2,454 
" Adjustments to réconcile net income. to cash provided by : paper 
"+ operations: ee te ‘ ae 
. Depreciation and amortization —: DAS Siew hehehe ane “16,143 © - 13,148 2 aged: 
' Provision for (gain) loss on property. transactions-7..... ais 298° ~ (58) ' 4,479 . 
Compensation expense under stock grant plan ..... veces = 438" 373 210 , 
*. Tax bénefit from exercisé of stock options and ee ae ie ; 
stock grants vo... css eee e cree ee eeee heres rue ae TBTET Aah oe ; 
» Other. ..e.cces ees ee eee Sonera wos (18) "613 684 
Net change in teceivables, inventory, prepaids, payable a re? 1 apletee Se 
and accrued liabilities nip teeing et sins Reel eR tes ineos 2 — Ok Ses geyeeer ec Oey 
, Cash provided by peers site cate tags pei e "35,849 29,630 6, NOT OE. 
Investing 2 activities: ; . me ° a i bo be? 
Purchases, of property and equipment iccthtaltesta gare ats Secean 2 (25,088) * (21,471) (15,730), 
Proceeds from disposition of property Be ie Na A oe te 
and equipment "..... 6. eee eee gicwmsre ube. «peed take 8 633, 
Payments received on notes abe Snails Sg oiiaca vistas . 334, se eam Oe a 
Additions to riotes receivable .......6.. 00.05 fe. ee ge ee : (2,903) ° a 
Change in deferred ‘charges, investments and - se A - : 
JOUER AGREES aes ladavagie eee nacttens Se noise ee ts _(4,470)° ~ ( s ~ (832) 
joan used in investing activities pelts taupe gettin 2 e429; a ee “4 ,703) .. 
Fiaiane activities: ~ a i a er = a ee 
Proceeds from line of credit , en tagteeg na Ri Agaras aes : 6,270 53,700, 
Payments on line of credit ...,.0...0eeeeee eens peestucewee (55970) , 
' Reduction of debt and capital lease obligations, including - \ Res, & 
payments to related patties of $5, 301, $5, 019 ana ae a ; 
<n $4,843, respectively ntsc steiner ecuneand Cs voi ota. | (7,168) (16,538) °° (4,251) °° 
‘Redeemable preferred stock Sividends ett tole S haeteya ae : ' (238) ..\ (238), + (238) 
Exercise of stock options and warrants, including exercise =, | + SS 
by related party of $3,237 ini 1990 wtnbenad diene wareusertanes 540 . 3,812 : 
Other...... Eee ae teers arnt 511 147 - 183 - 
pa et “Nap seun ees ; 
woe Cash used j in financing a ACtIVILIES Goce eee ge te bgctont (6,055) (9,117) . 4,306) 
increase Gesian in ai and eh equivaloas te es arte 690 (675) 7° 727 
Cash and cash equivalents,, -beginning of year ..... Sree 2,029- ~° 2,704 1,977.' 
_ Cash and cash equivalents, end of year mo. 15. . 5s. ete seen ;, $2,719 °.$ 2,029 > $ 2,704 ; 
See notes to consolidated firiancial statements., ” de 8 
aN ‘ : - Zoot / ; 
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: “Vents Ended: December 27,1 991, = i ae: Sarr ae amortized over a:two > year period. Other deferred charges are 
; December 28, 1990 and Dene a, 1989 7 4, 7°" = amortized over various periods up to seyen:years. All: amor- oo 
te eae “a ! tization i is proyided by the straight-line ‘method. goon Be 
\ ti hi +4 , os a oe . a 
@ Summary of significant accounting po icies: Franchise fees gud rae: se ou 5 ee ae oa 
Operations: » ae cee ee eee ae The Company recogtiizes initial franchise fees upon ane 
s : : ‘2°, fulfillment’ of all significant obli ations. to the frarichisée. - 2 
ShowBiz Pizza Time, Inc. ‘(the “Company’ ') operates Ww gn 8 wate? 
My ans Royalties from franchiseés are "accrued as earned., be eta 
and franchises, family restaurant entertairiment centers‘as . : as, ae Jot 
ShowBiz and Chuck E: Cheese's restaurants, and through ~~ Cominian stocks ; : PP Os eh east: 


N 


o ze . 


oe On February 24, 1992, ie Canin) ele. a ee po 
= ’ for-two' stock split, effected i in the form of a'50% stock divi-, 


BHC Acquisition, Corporation (“BAC”), its wholly owned - 
subsidiary, also Operates Monterey’ s Tex-Mex Cafe 


“Testaurants." a F : 4 
sf PE ee « Nae . dend and distributable on March 20, 1992"tovholders of record 
ee Fiscal years BO eee Pas Fess Bs yout is "as of March 5, 1992, The Company paid cast it in lieu ofthe | Ede Ss 
” ' _ . distribution of fract é y Vee oe 
- its Cofhpany’ ‘ fiscal year is S24 oF 53 weeks and ent un veer, mal ses af a cae have' been adj usted to aa 
_,' ‘the'Friday nearest December 31.’References to i991, 1990, and ! ff re f d 
1989 for the fiscal ded December 27, 1991, . give.effect to the’three- -for-two stock splits eff écted on . oat 
Reb seen cy nea Raa “> “March’20,-1992 and March 26;,1991. Hee Mae 
“December 28, 1990, “and Decernber 29, 1989, respectively. * ae . ie 
_ These ears were each’ veeke in len th. JA fa” Eaininig S per: share:” ee ee ooo PoE i Net y Ss 
\ y g : 198 p ‘ My ‘ 
. Basis of consolidation: La, ark = ATA 7 ie ae “ Birnings’ per share are cennpuied on.the weighted avers 
The. consolidate A fivancial statements ela eee ‘ age number of, shares outstanding for each of the years in the 
i h D ae e 
: _ accounts of the Company and BAC. ~All significant intercor~ ” ase Dee period ended pene wee: yee : 
‘party accounts and transactions have been eliminated. ; “Income taxéss " * ake, SS RG” Tye <8 
. Cash and cash equivalents: 2 tga the Oe as, Woke haeuanG The Company has ‘adopted the’ Statement of Finanéial f 
- + Cash and ¢ cash e aisalents ofthe Compaavare ros... Accountirig Standards No. 96, “Accounting-for Income oor 
at a pa ?: ~ 2 Taxes,” (“SFAS 96”) issued by the Financial Accounting Bite 
“posed of demand deposits with banks and [short-térm'cash. _ Stan dar ds B a Ps 
“inyestments with remaining maturities “of legs than three‘ * oe Po, es ‘ Le oe as, EP ca 
monthis from the date of purchase’ by the Company ~ Reclassifi cations: ee i Hine Eee a 
re ee tay : ’ \ ‘ 
’ ™ Inventories: PO eee A gt eda eae si Sas Certain Feclassifications of 1990 and 1989" amounts have. 
fee 8 pos a : can 
Inventories of food, paper products and, jsupplies are™ "been made to coriform’ 2 te 1991, P resentation. 5s ana 
* stated at the lower of cost‘or market 6n a first-in, first-out Py eneme ’ PoE te Sit Ae ee wn 
- basis os ‘ Rene, 9 Accounts receivablé: go aiease ah eer ae 
& - ‘ a ~ . Vy a gas int ve, Fe sin! . } Pia : a cea ds : 
, Property and equipment, depreciation and amortization: ae ee ae ea ’ jn 1990 +, 
‘ Boe watts ; . * (thousands); 
*: “Property and equipment, are stated. at cost, ‘Depreciation ., Trade ' 18: 300 . $252. 

- and amortization are provided by charges to‘operations over =~. ee oe vite 1,638, , ,_1,125 ° 
“theestimated useful lives of the assets by the- vstraight- rline, + °° oa “st a ‘ “4, 938 1,377", 
“method. re Be aR a oe Hy Less allowance for doubtful collection viteneeet (234). (317) 

. i ee ~- ; e ye wy - » 8 . y eRe cs ———ae , Be 
Deferred charges and ‘ciated amortization: : gs gt Be a Comair he eee $1,704 , $1,060 = 
o% Deferred charges include noncompetition’and consuliing “Edy Giese n ee, lee Saag Beg ase Meee 
* apreements: which are amortized dver’six years. Loan.costs. eo a ane Ne, PR Yer ey 
ate deferred arid amortized over thé term of the respective - ees es ay ae Me 
oe ‘agreements. Franchise rights are amortized over the remain- oe. ens he Ne eats gee Ty a Ob as 
ing life of the franthise agreements. Preopening costs are’ = .. * es: Ba Sa “¢ = 
E ‘ " i] . a . au a = ve on . : ; ~ 
ry \ re . . . ry oa t vo 
i a . > a ¢ ey - Y \e ‘ a. ¢ = * 
“yy %. , A ‘ ae: : , ‘ 
Say eS an carn ; fae 
: } > ao a 2 : \ " ers ~~ 
x ¥ ; wi ~ ‘ = " ; th ‘ 
’ ae v 7 « <4 ‘ 7 soy . ‘ 
7 3 1 y F c ° , e oss és; . ‘ f f 
: S = ‘ , ‘ 3 : ~ 5 Ts Daal : 7 ie r zy ; yi 2 " « 
~ = . a 2 c * : a) \ & ‘ : ' : \ ‘ a Pa he? & ; : ~ 
: , ; 5 ee SS Z F . i” 1s - wre? 2 
eae = / 5 a a ge he Jf , + cas Ceiba! +23 °° ’ 
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; 4 ShowBiz Pizzo Time, Inc. o ; aes ne Pista anaet aS ad a . a = i we co 4 a Re? ; : om 
meen Notes, Continued ip eS 
ee . moa i. ¥ Ps "6. ta * wt ENR i oo j ; . . , “ ay Shes Can ous 

; an $ ; aot ns : - Cree 3 e ae ‘ . . < eee i ; : . 

ey Soe ae oe ; y “Ab nae a ; 2 a } mn NY al ‘aes exe . ; 
sf eas ete eA , Se . ny Ra - . pe OY art 7 y or ae ae ae 7 
= 3 | Property and equipment; =. —. : Eee of Q, Leases: - . a bs a Ss as : 
Se tk OV Meth, of SO 8 Aes : Mah a a a ae eB oge oe 8 : 
oe eas Se " We) Pe” “oa 2199 11990: ome The Compang leases certain restaurants anit related , 
Bes Hatt atc “(thousand p. pany | 
eee Boe ca. ee sesalaon | property and equipment under o erating 4 id capital leases. ° ne 
- Land and improvements ....0.4...... $14,929" $° 4,310 °- an foe ; i ps : x acacia é - 
Leastholdimprovements , »....-. A aitmye? 79, 418 67,582 - cate require SOREN SS Pay PARDO a insur 
Buildings and improvernients «: ». Not! ae 8s 493. 7,719 ‘ance and maintenance of the leased assets: ‘The leases’ “generally” - 
‘= Furniture, fixtures and equipment... 2... "46,335 | 48, 259, have. initial terms ‘of seven to 30 years with variolis ‘renewal. 
_'. Property léased under, capital leases aug 4 + Options... . i ea oe es 
“ (Note 7): ..... oars eee tee nes 1,486 : “+1895 895 Following i is a summaty ‘of press leased ander capital. —% \ 
. m - © 440,661, 129,765 - leases:* . " oie ee 
fad Eee depreciation i ear ;  kstetiee Tae ah tg "1 hee oaras Sie 
amortization re ee Peak (48,039) ie: (47,791) ‘ . 5 ae gt eS nee 8 .)1991- 1991- {, 1990 Sa 
: ‘ - : a: Wanie ® hoes 92,622 Re 81,974 | He tee ae oe a ; "(ihousands) v 
Construction in progress fr. g reyes ess _-11,352 1,194" °° Land ae buildings , sad saa sav tees singel ae St, 486° $1,486. 7 
ae ae ae : ~ $93,974 » $83,168 * + Equipment chehoonmis (oh anauehehweaedege fei, MODE 
ae ee se PERT gan ae tN RE, const. Dae ht Re 1,486“: 1,895 
“ es en ee . ~ Less accumulated depreciation ........ alates. -. (503). | (728) 
Not re bl Bene woof = . oo! a on SVE 
| @ Rome’ © ye een eis GP 
'. The Company's s ndtes receivable at Devember 24, 1991. OF eS ; Hos . 
arose principally as a result of the sale of restaurants, advances _\'’ . Scheduled annial \ntaturities: of the obligations for capital - 
— to joint ventures and. managed properties and aline ofcredit' - .; and operating leases as of eee 27,1991 vare: a 
established with the International Association’ of ShowBiz. Me ey a a oe “a . , he’ 
- Pizza Place and Pizza Time Theatre Restaurants, ‘a relatéd | <i sea 4 etsy a are capil N - opening ., 
party (Note 19). The notes hayé various terms, but most are“. agg) : EP ks. ne a ee oe ne 
payable i in ‘monthly ifstallments of principal andinterest” 9. . 4993 Ss toe, a z= a re ae Le 346, . 18,911» P 
’ through 1996, with interest rates ranging. -from pritne to 15%. 1994 ee at Bese "* .323-. . + 18,009 7 
Substantially all notes are collateralized by the related prop- ANOS cise nese sate enee ona re re * 47,341. 
erty and eqilipmient: Balances of notés.receivablé are net of an, AO9G iS aciia.cs Pee teen ges Sean l 342° 165203 
allowance for, doubtful collection of $320, 000 and $352, 000 i er 31997-2007 aggregate: payments)» Tam eeee 2,229 __ 59,429 ~- . 
4991. and 1990, respectively. a ae i ea . Minimnuni future lease payments ...... a 3,847 *$148, $148,576) ees 
ae a ; f = ‘Less amouats representing interést s, ewes (2,391 at ie 4 ‘ 
oO Deferred chars x a fo. yee a : ‘Present value of minimum future ae 5 Pa ee 
; wah . Maghe “Ro sti LR ge “OR? HAMMONIR tae nan cana numer as ‘re 14486 wis 
yeh ES 8 eye 199E + 1990 Legs curntyortion 0301022 ated MON OE og eg BN 
- : . . 2; iu é Athousands) . = - : dees . $ 1,432 > : 
“. Franchise rights 0.0 ceo. pee ee SF Goo., $5,000 ,. .'° Seat ae 78? Ae Waleed. ata, ft 
* Consultingscontracts...... 86.6! uy Sudictns aN, 7643 con 16430 > . Od oe. p “s a eee a ze 
s Loan < COSES Bs 5s CON eae nbs leer sere W461" > 1,430 Reni expense: nae Cee aes tee 
Information system development costs weet 1,369: 71,369 . : me Soke, 
1 .Predpening costs v.46... 60. visa secon we A671 0 6 729 NS Certain of the’ Coinpaiy’s real estate ‘lease, both’ capital. 
. “Other phages aes See ere tcvm __ U192 1,097 ' ° - and operating, require payment of contingent rent in the’ >.“ 
ese. lee 49,3365 ' + 10/268 event defined revenues exceed specified levels) yt 
; “Less acourulated amortization 7 cited et Sine (6, 424) , 4,838) > , Fhe Company’ ~ rent expense i is comprised of the ny ‘ 
a eas ek ee ee ae eV "$5,430 ,, following:’ ste Dak ; 
Bee a es : 42 , a ; Se age ‘ atts c* & ie, 3 “Nee oO hoe 
: ; : ' ae: a . . : so : 
: : = Rage er ee A991. 51990. 1989", 
am: Accounts payable and accrued liabilities: we ’, . ' ; ' ie ei (thousands) - 
e 3 : oe oye | 7 Minin cesta ovis . $17,530" $15,313” $16)114 
“ a mee Pip tre ot 11901 *°,1990_ + Contingeht 7... ee Arte 389 279 . 162: 
‘ v. Be Pe onsG 7 <> * (thousands) © APRS oy . ore "5947-949. $4 16.276 - 

‘ Accounts payable}... 6.5 peaiantenn eG B22 $6,626 5g ee ee $17,919. $15,522 ie 
Taxes, other than ame veyee ee Fenee 2,529 -2,433 2 Re eh an oe sae 7 
Salaries and Wages veers Cones nenes wos, 5,450 4,823 8 ee SA RE ERE \ i 

Insurance. eee is epee cta cen te denne eee ' 2,831. 2,331... toe PP oh RR ae ee ey ee \ 
Other” dan utiece rc ects Pian nin moos 1,899 T9135. a a oe Bigs er 
Ie Unt. aes, Ee $20,331.°,, $18,126 > S72. ee el a a. . : 
5 6 ‘ - il ve A ‘ ; 
a — - ; iS . Me : f 
; BY : } ‘ . . = : : : ; S ‘ fy . : bs he 
= ee ion Be a a ee a 
ee : ’ he . nae i : : ’ be Pe, ’ ) “ "rg a f s 
' 94° : “ e 1 SS, ; aa ' : 7 a bees ‘ : 
C - : es ee i ~ : ; ft ie oy 
: . ; - pee 


‘ i as \ ; S78 “5 ie 
. 2 i Pas * A SJ ‘ sine Re + me S 2 Z oF om . 
ots “te ‘ a a “ " m8 : . : re + ia 
i mt Oe ea me a, ae ee ae 
ey eee ee wo. ae oe hes 
ak Sek ee Ac 2 te ¥et ne 
oe : fd : . “a bee pane cond S, 
. i ee ee ees 
a ‘Longrterm ebt: : . 
ae a ee ce ee ~ ra o 1991 ee 
po set git = : cae F thousand) a 
Ns Term loans payable to Trelatald patties, cat t prime, : 
- 4 *.due September: 1993 (Note 19) , Tae phe ee $ 3, 337 $-8, 638 « 
, Elbating’rate sbordihated eee at ptime, abe orn ‘ye 
. July 1993 (Note.I9)i ans ges * 6,313: 
‘sy. Debentures, 8%, due July 1953 is * 3,598 . 
oe at Obligations under capital. leases (Note i) er £456 1575 
els Mottgage notes,’ collateralized " real estate, Stns y 
& ‘14.0% ‘to 14.5%, prepaidin/1991 «0... este J! 4 710 
" Industtial Revenue Bonds, 13.5%, due July 1997 5; ° ) 615 at, aa 
: . Revolving bank(loan, at prime or LIBOR plus ae a . 
ws, ae ak es fee i994, My tise uepsiegepw thant afte » y 4,000 3,200," ate 
ee ee ee es “19319” 25,534 © 
on current jortion ne Re yeh ae twats 692) (1; ray) 
a ., bess discontit on “revolving: ‘loan and ., SASS Ye 
eres eeuberelnied bonds, rere eee Cen (898) "(702 yy, 
Rot ee pega ona, aa bi $1602 $23,634 
wie ate . : ess - dame ae ' De. “ eae 
¥ I~, . we tat ‘ oe e ve 1 ' 
st and As of December 275: "1991, scheduled anriual méturities of ; 


. ‘alll long-term: debt ‘(exclusive of heen éapital .’ 
“leases) are as follows (thousands): 
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: 4 ; bs z 
Noe a ' ‘ a Ca ee i+ ae 
“a Rs eS, C \ . ‘ 7 -° ee oS 
’ ; ‘ * ie fais y ™, 
ms eee t ‘ ies : ne ie oe < ’ 
’ SEN a ope toy . si ord as ° ee 
: ae , ss a Pagal 2 We RS 
cs SAE Sak “ : ¢ : af “ . « 
ee ge a tg o? se { & . aor Bit Me 
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‘ f pus 
In Jane 15 1991 the'Company reacquired title to certains a 


2, rion-opétating real: property from Integra, in consideration. for, 


the Company’ s Assumption. of'$710, 000 in Industrial. Reyenue, : Aa 
:  SBonds’ of which the, ,Compariy liad previously’ béen directly 
: ‘liable’ dnd which were secured by a mortgage ori the property. 
_ The - Company ‘also received net' cash of approximately; , oy ee 
” $35; 000. ‘In Janoary 1992+ the. Company: prepaid. thé $615, 000° 
¥ ¢ principal. balarice’ remaining on these bonds}. 7” 
In Februaiy" 1992, the Conipany pave notice, that it elects on 


’ 
bY 
’ Y 


the aggregate principal amount of “$3, 598,000:4 oe " 
The'Company has a substantial portion Of its‘assetst_ 

: ' spledged as collateral for bank’ loans, in| 11994 ‘indliading * sa x i 

"$484,000 in notes receivable and property and eaapaent, a 

owned with’ anet book value 0£$30, 416, O00 eee 


a 
A ome ay “A = ° “ 
0. Céinimpitinents and: contibigecies Beet ge O's af ae 
t or i 3 . ‘ i. 
“The Colaba has guivariteed: certain obligations’ ‘related ® 
- toy restautanit building, and equipment leas¢s. The underlying ae 


assets are collateral: for the ledses and the makers orassigneés 
‘ofa all of the- obligations ar€ required to’ perform’ thereunder” ” pe 
* before the Company is required fo fulfill j jts guarantee’ “In the , 
“event of defatilt-by the” maker or assignee, ‘thé Company, in 
almost all cases; “may J ‘make paynient under the guarantees in’ 
accordaiice. with thé original payment’ “schedule and has the .” 

»_ Tight. to. locate potential buyers or: ‘subteants for the assets, Ag 
“of, f December 27, 1991,’ such: giiarantees. agbrégated uses : 


imately $2, BL ce oe eee ee 
) The oripany's ‘floating’ tate ciberinanel bank \the zo ie wi: pS Me bate ae ae ea. fee yom 
<< ,| Bonds”) and the;:term loans payable to'rélated parties‘are sub=; 5” @ “itgaton ee RM Oe ee aes ak a a 
- i ordinate to a” ‘revélving-bank Idan. The prinéipal on ‘the term ,' yy . . ee van oe ee eo oe is 
> loans payable to a telated’ party is payable ; at an aggregate rte re - The Company thas been, nanned: as: aldefendant j in Aitigas ~ a 
# amount of $63, 190 per quarter. As-airesult of the discount . * tion commented, ‘by certain holders of 3 warrants, options and ° 
ae Ante to the i issuance of warrants in connection, with the ° ” preferiéd Stock of Integra: The suit alleges that the Compariys: - 
= > bank loan and. Bonds, thé effective, rate of interést, ds 14, 8% ~ Integra, and Hallwood violated state securities. laws and’ gf as 
ee ? varying with.p prime, 6.5% at December 27; 1991. sopra -breached fidiiciary. duties’to the plaintiffs i in: connection with a ‘s 
wwe “Phe Conipariy S ‘evolving loan agreemént i provides: ‘the: ea Sethe ‘Iritegra: securities acquired by. the ‘plaintiffs from 1986+ ie 
- Company with.4 creditJine of up to $15: ‘million due April. ee through 1988.. The: suit also alleges that the 1988 integra die a ae 
- 1994, Interest is provided at a rate: equal, to/prite‘or,at the’ * ~*~ tribution of! ShowBiz common stock ‘to, holders ofIntegra +! 
‘  Company’s Option, up to the: 60-day’London Interbank + coththon stock ¢oristituted a fratidulent transfer under Texas “ 
*: Offered Rate (“LIBOR”) plus.t. 5% and, reduces to 1.25% in,’ " slaw, Fhe: plaintiffs have sought actual damages: equal to: the» ON 


© 19925 A YVA% commitment fee is payable-on any inuséd stedit: 

% dine, The- -Comipariy’s réquired to. comply with s certain finan- 
6 eral ratio tests and capital expenditure limitations during the , 
termiof the agreement. ~.:. _' ~ ~ 
~ "Tn April. 1991, the Company prepaid apphoxdifately $4. 9 


million i in term’ Toans payable to’ The'Hallwood. Group Incor- ee 


wn 


“¢£ 


. , porated: (“Hallwood”), avrelated party. In February 1992, the: * . 


~. Company prepaid: Approximately | $1.6 million if term’loaris 
"payable to Hallwood which; had been assigned to them:by: 


- 


ve “Integra — . A Hotel’ and Restaurant corepany (“Inte Bra’), also * he 
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. vafleged | loss of value of their Integra securities as well as a 4 
ae rescission of the Compariy’s s 1988, ‘spin-off and | punitive, * Cn ee 


tls 


, damages. The Company: has denied the allegations: made i in, 
suchi suit: and,intends. to pursue its ‘defense vigorously. ras 

- Certain ‘other péhding”stiits against the Company which- 
the Coriipany beliéves are not, material in amount, have arisen, 


in the ardinary-course of its business. i eae Synth 2 SM 
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Notes, Continued 


@ Redeemable preferred stock: 


As of December 27, 1991, the Company had 49,570 
shares of its redeemable preferred stock authorized and out- 
standing. The stock pays dividends at $4.80 per year, subject 
to a minimum cash flow test. As of December 27, 1991, one 
quarterly dividend, totaling $59,486 or $1.20 per share, was 
accrued but not yet paid. The redeerriable preferred stock has © 
been recorded at the net present value and is being accreted on 
the straight-line basis. The Company’s restated articles of 
incorporation provide for the redemption of such shares at $60 
per share in 2005. During the continuation of any event of 
default by the Company, the preferred shareholders shall be 

_ able to elect a majority of the directors of the Company. 


® Shareholders’ equity: 


Effective March 26, 1991, the Company amended its 
articles of incorporation to establish the number of authorized 


shares at 20,000,000 and effected a three-for-two stock split - 


in the form of a 50% stock dividend. In February 1992, the 
Company declared a three-for-two stock split in the form of 

a 50% stock dividend to shareholders of record on March 5, 
‘1992, payable on March 20, 1992. Accordingly, the 8,358,858 
and 5,491,298 shares issued at December 27, 1991 and Decem- 
ber 28, 1990, respectively, and all other share and per share 
data of the Company have been restated to reflect these-stock 
splits. 

In May 1990, the Company’s Board of Directors 
approved an acceleration of exercise provisions of warrants to 
purchase 2,875,500 shares of the Company’s common stock 
at an exercise price of $1.78 per share. The exercise date of the 
warrants was accelerated from May 1993 to July 1990, and 
thereafter warrants to purchase 1,946,249 shares were exercised 
(Note 19). At December 27, 1991, the Company had warrants 
to purchase 929,251 shares of common stock outstanding. 


13) Earnings per common share: 


Earnings per common and common equivalent share 
were computed based on the weighted average number of 
common and common equivalent shares outstanding during 
the period. Net income available per common share has been 
adjusted for the items indicated below, and earnings per com- 
mon and common equivalent share (adjusted for stock splits 
effected March 20, 1992 and March 26, 1991) were computed 
as follows (thousands, except per share data): 


26 


. 


1991 1990 


1989 
Net income ..........00.000 eee $17,883 $13,221 $ 2,454 
Accretion of redeemable 
preferred stock ......scecseea sues (103) (103) = (103) 
Redeemable preferred stock dividends . . . (238) (238).__—(238) 
Adjusted income applicable to 
common shares .......eeee eee eens $17,542 $12,880 $ 2,113 . 
Primary: ; 
Weighted average common shares 
outstanding ......seseeeeeeee eee 12,448 11,376 9,876 
Common stock equivalents: ; 
Stock purchase warrants../.....,. 840 . 1,471 1,750 
Stock purchase options ........... 412 407 539 


Weighted average shares outstanding... 13,700 13,254 12,165 


Earnings per common and common 


equivalent share ..........0ee0ee $ 1.28$ .97$  .17 
Fully diluted: 
Weighted averagé common shares 
outstanding ..........ce cece eee 12,448 11,376 9,876 
Common stock equivalents: 
Stock purchase warrants.......... 852 1,553 2,178 
Stock purchase options ........... 428 438 657 


: Weighted average shares outstanding . . 


Earnings per common and common 
equivalent share .....-.....000 ee $1.28 $ .96$ 17 


@ Franchise fees and royalties: 


At March 13, 1992, 50 ShowBiz restaurants and 61 
Chuck E. Cheese's restaurants were operated by a total of 56 
different franchisees. The ShowBiz and Chuck E. Cheese’s 
standard franchise agreements grant to the franchisee the right 
to develop and operate a restaurant and use the associated 
trade names, trademarks, and service marks within the stan- 
dards and guidelines established by the Company. 

Initial franchise fees were $112,500, $133,000 and 
$75,000, in 1991, 1990 and 1989, respectively, 


15) Cost of sales: 


1991 1990 1989 


‘ (thousands) 
Food, beverage and related supplies ... $ 38,629 $35,101 $34,086 
Games and merchandise ..........005 8,972 7,459 6,809 


Labor ......0065 Wid, suianerieeiade Sars eae eens 55,553 47,863 44,433 


$103,154 $90,423 $85,328 


© Income taxes: 


In 1989, the Company retroactively applied SFAS 96 
which requires establishment of deferred tax liabilities and 
assets, aS appropriate, for all temporary differences caused 
when the tax basis of an asset or liability differs from that 
- reported in the financial statement. Application of SFAS 96 
did not result in the establishment of a deferred tax liability or 
asset due to the availability of net operating loss carryfor- 
wards from prior years. 

In February 1992, the Financial Accounting Standards 
Board issued Statement of Financial Accounting Standards 
No. 109 “Accounting for Income Taxes” (“SFAS 109”) which 
requires the establishment of a deferred tax asset or liability 
for the recognition of future deductions or taxable amounts, 
and operating loss and tax credit carryforwards. Deferred tax 
expense or benefit is recognized as a result of the change in,the 
asset or liability during a year, Adoption is required for fiscal - 
years beginning after December 15, 1992. The initial effect of 
applying SFAS 109 may be either reported as the cumulative 
effect of a change in accounting principle or through retroac- 
tive restatement of the financial statements of prior years. 

The Company plans to adopt SFAS 109 beginning in 
1992 and retroactively restate the financial statements of prior 
years, Had the Company adopted SFAS 109 in 1991, the 
financial statements would have been stated as follows (thou- 
sands, except per share data): 


1991 1990 1989 


Deferred tax asset ...... 0c cece seas $ 44,284 $47,239 $51,321 - 
Shareholders’ equity ............0005 115,500 99,973 86,957 
Income before income taxes i er edwin $ 18,933 $13,899 $ 2,817 

Income taxes: 

Current expense ............e eee 1,050 678 363 
Deferred expense 2... ..... 00000 6,285 4,769 712 
7,335 5,447 1,075 
Net income ....... SEeRe eee See $ 11,598 $ 8,452 $ 1,742 
_ Fully diluted earnings per share ....... $ 825 61$ 14 


As of December 27, 1991, the Company has net operat- 
ing loss carryforwards of approximately $110.6 million for 
financial statement purposes and $110.9 million for federal - 
income tax purposes, which expire through 2002. While the 
Company believes that it is likely that it will realize these 
carryforwards, there can be no assurance that they will be 
available to such extent. 

As of December 27, 1991, the Sucieany has investment 
tax credit and jobs tax credit carryforwards totaling 
$5,250,000 and $416,000, respectively, which have expiration 
dates through 2000 and 2002, respectively. In addition, as of 


t 


ShowBiz Pizza Time, Inc. 


‘ ‘ 


, December 27, 1991, the Company had an alternative mini- 


mum tax credit carryforward of approximately $548,000. 

Current tax laws and regulations relating to substantial 
changes in control may limit the utilization of net operating 
loss and tax credit carryforwards in any one year. As of 
March 13, 1992, no limitation of such carryforwards has 
occurred, 

A reconciliation of the statutory rate to the actual income ° 
taxes provided is as follows: 


1991 1990-1989 


(thousands) 
Computed tax at the statutory rate! ...... $ 6,437 $ 4,726 $ 958 
Net operating loss carryforwards ......... (5,990) (4,529) (778) 
State income taxeS .... 0. cece ence eae 603 481 183 


. Income taxes provided ......... Seiten eas $1,050 $ 678 $ 363 


(1) 34% in 1991, 1990 and 1989. 
17) Significant transaction: 


In September 1989, the Company recorded a reserve of 
$4,532,000 for the closing of 31 Monterey House restaurants. 
The Company has assets remaining to be sold of approx- 
imately $677,000 recorded as other assets associated with 
these closings. : 


18) Supplemental cash flow information: 


1991 1990 1989 


(thousards) 
Cash paid during the year for: ‘ 
Interest ¢s6c0c veo ba o5 bates Melee $1,923 $3,420 $ 4,364 
Income taXes . 0.0... ccc ccc ececseaees 1,253 895 339 


Supplemental schedule of noncash investing 

and financing activities: 
Notes receivable and other assets 

cancelled in connection with the 

acquisition of property and 

equipment 0.0.0.0... 0. cece eee ee 1,049 1,001 24,763 
Liabilities assumed or incurred in 

connection with the acquisition of 

property and equipment............ 675 388 = 372 
Investment reclassified in connection 

with the acquisition of property and 

equipment ...... 6. cick eee eee eee : : 1,181 
Reduction of liabilities in connection 

with the disposition of property and 

equipment and other assets ......... 189 495 
Other liabilities cancelled in connection 

with the acquisition of property and 

EQUIPMENt wo. ccc e eects ene eee 439 
Cancellation of note payable and other 

liabilities in connection with the 

acquisition of property and equipment 803 

- Notes received in connection with the 
disposition of property andequipment 350 
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Notes, Continued 


oO. Related party transactions: ; os 


Hiltwaod is the beneficial,owner of 21.3% of the out- 
standing common stock of the Company and. holds 75.5% of* 
the Company’s floating rate subordinated bonds. The direc- ; . 
tors of Hallwood serve'as,a majority of the directors of the 
Conipany and Integra. .; Tae 

In 1990, the Company prepaid $2,968, 000 of principal 
on its term loans to Integra and.converted part of the remain- 
ing'loans into a term loan to Hallwood in the principal 


- 


amount of $4,971,000. The new loan contained substantially- oy 


the sarneterms as the loans converted. These transactions 
occurred concurrently with Integra’s redemption of certain 
debt to Hallwood. Integra also assigned'to Hallwood aterm, 
loan from the Company in the principal amount of $265,000.° 

In April1991, the Company prépaid. the remaining principal’ 
balance of approximately $4.9, milljon i in.term loans,payable  - 

\ to Hallwood. At Decembér 27, 1991, the Company, had term, 
loans payable'to Integra in the aggregate principal amount of 
- $3,337, 000: a. 

- | Pridr té the above transactions, in July 1990, ‘the Come . 
pany, made a prepayment to Integra in the amount of ia 
$1, 000,000. In August 1990, the Company assumed certain _ 
data processing leases and acquired equipment from Integra 
for the cancellation ofa note payable by the’ Company to Inte- 
gra of $674,000: ° *” - 

During 1989 and 1990, the Coihpiny. and jlnteota were: 
parties to various agreements relating to the separate opéra~ 
tions of the two companies. These agreements provided for -: 
the sharing of certain ongoing administrative costs and the” 
Company’s sublease of a portion of the home office builditig 
from Integra. InDecember 1990, the sublease’ agreement - 


” + among Integra and the Company was terminated. A new 


4 


agreement was entered into among the Company, Hallwood, 
Integra and the home office landlord in which ‘the Company 
assumed all obligations of the lease in consideration for reduc- 
tions in rent. In consideration for such rent reductions st 
resulting froin Hallwood’s negotiation of the new agréement, 
the. Company assigned to Hallwood its sublease interest in - 
rentals of space in the: home office building subleased to’ Inte- 
gra with a fair value of-approximately $120,000 per year. 
Although ‘the Company operates independently of Inte- 
gra, Integra has guaranteed a portion of the Company’ sys 
outstanding debt and lease obligations. ne 
inser has mage sharers to the Company as follows: 


x 


n 


ee - 1991 1990. 1989 
oa ade Bias ys | (thousands) : 
. Interest ........4¢ fe ease: Eo ln fiat cgatieta ye a * $302 $1;142 $1,608 


Rorporats administrate costs (140) 1,248 1, 535 a 


, 


* Interest 


was $1.78 per share‘ 


ay 


re : . Ay 


eee 2 The Coinpany had payables to. Integra for interest ands, - 
administrative services of $85,000 at ‘December 28,1990. >" 


Hallwood has made charges to the’ Company as follows: 


ay ‘ "¢ 
BN on ; 4 2 1991 "1990 “ 1989. ‘1989, 
ots Sat te 7 (thousands) = 
‘ Consulting SELVICES oS enscea lev oneeee wee $125 $125 $125 
Naatse iy ‘ 567 524, 


at ts had Sarena 54 


In.1990 Halwoea ‘exercised warrants to purchase 
1,818,274 sieges of common stock. At December 27, 1991, 
Hallwood and its affiliated designee held remaining warrahts . 


aggregating 909,136 shares of the Company's common stock. 


The.exercise price of the warrants, both exercised and held, 

In November 1991, the Conipany’ enisted into an agree- 
ment with a franchisee to form a joint venture to own and 
operate two restaurant propertiés. The Company's cwpethip 
in the venture is initially 25% arid increases up to 35% in six’ 
years. The Companiy advanced $1.2’ million to the venture’ 
through a secured promissory znote. Principal and interest of - 

12% is payable in monthly installments through October 
7 1996: The Company also has miscellaneous accounts receiv-" 
_ able from the venture of: ‘Approximately $11,000; 

‘During 1991, the Company advanced approximately | 
“$2153000 toa joint venture partner to fund the.remoddels of 
three restaurant properties in which the (Company has a 50% 
joint, venture interest: These notes feceivable pay ‘interest at 
prime and are to be repaid through the partner’s ifterest in the 


f 


*, available cash flow of the‘properties. The Company also has 


" miscellaneous accouints receivable from the venture of approx- 
imately $65,000. . ‘ 
In Séptember 1990, the Company'e ‘entered into a1 an agree 
_ment to grant,the International /Agsociation of ShowBiz Pizza‘ 
’ Place and Pizza Time Theatre Restaurants, (the “Association” Ne 
_ 2 $2.0 million lin of credit, at prime, which allowed the 
Association to accelerate the, conversion of all robotic characters, : 
into Chuck E, Cheese's. characters and to begin improvements 
to éxisting Chuck E. Cheese’s characters. The Association | was 
-established to develop andi improve entertainment attractions ” 
and pay system-wide advertising.” One officer of the Associa- 


” tion is also an-officér of the Gompany. At December 27,1991, 


$858; 000 was outstandifig under the line of credit. os 
During 1988, the Conipany recognized a $400; 000 . 
receivable ; arising fromthe Company’s claim _to a refund of 
prior year contributions to Animated Entertainment Fund 
(AEF), a Texas non- profit corporation yal was established 
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‘~ * to develop and improve ehtertainment attractions. AEF set- < “inJanuary 1992, “the Board of Dijedtors ei 453, 285, es 
: ‘ted this receivable during 1991 through the distribitiot of !  » additional | options at’ ‘amexercise price. of $23,83 per-share. “3 sare 
fixed asséts.! In 1990, the Company advanced $108,000 tothe ~ -.- ‘Under thé terms of: the: ‘stock grant plan, begun i in’ 1989, ‘ 
; ABE which ‘was irepaid in 1991; ‘Threé ans of the ‘AEF are. © amiaximum of-731,250 shares of the- Company’ scomimon “. 
“also officers of the Cor pany. ° a ‘: | stock maybe awarded to senior,executives Of thé Compan ee ee 
‘ The Company had an 18% interest as. 54 litnited partner ~ Compensation experise recognized by. the Company pursuant : ) 
in ShowBiz: Pizza Place —;Denver, btd: The Company ilso~_, —_.to this plan was. $438, 7000, $373, 000 ; and $210;000 in 1991, ° a 4 
‘held a note receivatile of Approximately $649;000 at an interest _. * ‘1990rand 1989, respectively. An aggregate of 13)500,. 11, 625, *' 
Tate of 15% or prime plus 3%, if § greater. The Company pres ‘and 672,582 shares-wert awarded purstant to the plan j mW hte : 
“viously leased the yestauraht, buildingiad equipment from 1°. ~ 4994, 1990, )’and-1989 respectively. All'shareS were awarded at 
\ ShowBiz Pizza Place ~ Denver, Ltd, but inJune1991, dis-. * - market value onthe date of grant and are subject’ to forfeiture ; 
" \ charged the unpaid balarice of the note receivable in exchange ~ * ~ upon termination of the participant’ s employment by. the. ( Com-' ra 
‘for the Company’ s acquisition of rédl-and: personal property _ + pany over vesting Beriods ranging ftom 2 years to6 ‘years. te a 
. ofa Chick KE. Cheese's restaurant which secured thé note, _ * The shares ¢ are nontransferable during: the vésting periods. ar 
_. “Integra acted as general partner and ‘income or losses were” In January 1992; the Board of Djrectors acceleratéd tHe: as 
»- allocated 1% to Iritegra and. 99% to the limited pattnérs.; Minte- ; . Pata, provisions of 350 ,955 shares of ¢ common stock granted: 
eta also received a management fee of 5% of distributable ' > in 1989 to the Company’ s.Chairman’ of the Board and Chief ~ 
‘ "cash? flow and had guaranteed. the repayment of the loan to’ the | - Executive Officer. Concurrently, 112, 053 shares were surren- . > ce 
nys Company. ar =, a ‘ re UE 4 . ” dered to the Compény’ to satisfy fedetal 3 income tax withholding ~ h rd 
ets wy eee a aon ee she \ a -Qbligations. The, e,remaining 238, 902. shares have! been granted 
i? 20) Employee | Benefit plan a as r4 ,. to anirrevocable, trust to secure his continuing obligations to : - 
ees + Bh Be ata tae: <a, the Company under his employment’ ‘and consiilting ' sc alee r 
Me The Compaity has employee bemsb ‘plans that include: .-. The Company has ‘adoptedthe SHowBiz: 401 (k) Retire, 
\" ¥a) éxecutive bonus compensation ‘plans based on the petform- \ ‘ment and Savings Plan, to which i it may at its discretion alee ork 
S ances of the. ‘Company and certaintof i its senior ‘officers; bya oe an annual. contribution out ofits currenvor ‘accumulated earn- ae 
a non-statutory sto¢k option plan afd c) a ‘stock grant plan. , - ings “of up to_the lessér“of 50% of employee conttibutions . or’ oye 
an -. Under thé stock option plan, the aggregate number of “\y $750-per employee. Contributions- by, the Company nay be! a 
“Shares Of;the Company’ 's common stock which: maybe; issued: a _ Made i in the fofm/of its common stock orin- cash. /The Com es : 
A a not exceed 848,025 shares which, must be granted, before’ _panly made no Conttibutibns during: 1991, 1990. or 1989" a) 
October 18, 1993. The exercise. prick for options ‘granted under go sita te eo he i, ae re 
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Independent Auditors’ Report 


Board of Directors and Shareholders 
ShowBiz Pizza Time, Inc. * 
Irving, Texas 


We have audited the accompanying consolidated 
balance sheets of ShowBiz Pizza Time, Inc. 

and subsidiary as of December 27, 1991 and 
December 28, 1990 and the related consolidated 
statements of operations, shareholders’ equity, 
and cash flows for each of the three years (52 
weeks) in the period ended December 27, 1991. 
These financial statements are the responsibility 
of the Company’s management. Our respon-, 
sibility is to express an opinion on these 
financial statements based on our audits. 


We conducted our audits in accordance with 
generally accepted auditing standards. Those 
standards require that we plan and perform 

the audit to obtain reasonable assurance about 
whether the financial statements are free of 
material misstatement. An audit includes 
examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial 
statements. An audit also includes assessing 


the accounting principles used and significant 
estimates made by management, as well as 
evaluating the overall financial statement pre- 
sentation. We believe that our audits provide a 
reasonable basis for our opinion. 


In our opinion, such consolidated financial state- 
ments present fairly, in all material respects, the 
financial position of ShowBiz Pizza Time, Inc. 
and subsidiary as of December 27, 1991 and 
December 28, 1990, and the results of their 
“operations and their cash flows for each of the 
three years in the period ended December 27, - 
1991, in conformity with generally accepted 
accounting principles. 


YQ itt ene 


DELOITTE & TOUCHE 
- Dallas, Texas 
March 13, 1992 
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CEntertainmentfenhoncesjoumguestsgiuntsd 


aking fun for our guests is the work of 
our entertainment group. Our staff has 
expertise in stage and costume design, 
musical arrangements, video production, 
game design and selection, and engineering, Their 
skills transform mechanical eharaseene and simple 
games into engaging attractions that can capture a 
child’s curiosity and invite his imagination. And 
while our skill games and stage shows are designed 
with our young friends in mind, it is not by chance 
that they often appeal to our adult guests. It is merely 
a reflection of the careful planning and execution of 


our brand of fun. 


Our entertainment is a well planned and carefully executed process. 


Our games are chosen for their ability to amuse 
and challenge. The token that brings the game into 
play, the ticket that rewards a child regardless of his 
performance, and the chance to select a special 
gift...these add touches of magic to the fun of our 
games. Our stage shows, which are developed around 
seasonal and topical themes, feature music carefully 
produced to entertain and amuse guests of all ages. 
The result of this exacting procedure is a festival of 
light and sound to delight all our guests. 

Our entertainment is a well planned and care- 
fully executed process so that our guests are treated to 


a fun-filled and magical event. 


Shareholders’ 
Equity 


(in millions) 
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2Meo G7eims, 2© gota” 


he greatest asset of any organization is 
its people. For us, it’s our people who 
create the magic in our restaurants 
every day. And while making magic isn’t 
easy, it’s the most important element in the training 
of our “star cast” and managers. That’s why we 
established Chuck E. Cheese’s University in 1990. 
The development of our people is an investment in our future. 
Each manager-in-training is a star in his or her 
own right, and has a commitment to excellence. 
Our Chuck E. Cheese’s University staff develops 
this outstanding potential through an intensive 21- 
day hands-on training program in the art of guest 
relations, the science of food quality and the magic 
of entertainment. Technical managers, who ensure 
the consistent operation of the games, rides and ani- 


Average Annual Sales 


of ShowBiz/ mated stage shows, undertake a 14-day course 
Chuck E. Cheese’s 


in tt d: : : 
Melee focusing on the “nuts and bolts” to provide every 


$1,500° 


guest with the highest quality experience in every 


1,269 1,297 


restaurant. Each Chuck E. Cheese’s is a branch cam- 
pus of the University, where managers serve as pro- 
fessors in the “School of Kitchen” and “School of 
Service” for all of their “star cast” members. 

We view the development of our people as an 
investment in our future. When the best people cul- 


tivate those with the brightest promise, excellence 


becomes reality. 
1987 1988 1989 1990 1991 
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mY OUrANeighborhoodhlex: Mex 


he performance of our 27 
Monterey’s Tex-Mex Cafes again 
significantly improved in 1991. We 

believe Monterey’s success reflects our 


corporate vision in developing the concept of an 


enjoyable family dining experience. To give families 


the greatest value for their dollar, Monterey’s offers 
moderately-priced Tex-Mex favorites in generously- 
sized portions. Our guests feel welcomed and valued 
when they visit our updated facilities. They are 
treated to outstanding service and uncompromising 
food quality in an upbeat and airy atmosphere. 

To enhance our guests’ dining experience, we 
cater to younger family members by providing pre- 
meal activities and after-dinner treats. We also pro- 
vide ongoing variety and interest by updating our 
menu throughout the year. 

As Monterey’s business grows, we’ll remain 
focused by providing good food quickly and inex- 
pensively. We'll also continue to listen carefully to’ 
our guests, because our success has shown that 


opportunity sometimes knocks softly. 


Chris Pettie, director 
of recruiting and 
training; Lou Pony, 
area supervisor; Curt 
Glowacki, vice-presi- 
dent, director of oper- 
ations; Gerry 
Wetmore, area super- 
visor; and Kirk 
Williamson, area 


supervisor. 
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